pennsylvania

DEPARTMENT OF PUBLIC WELFARE

DEC 2 0 2011

Ms. Edna |. McCutcheon, CEO
Torrance State Hospital

State Route 1014, PO Box 111
Torrance, Pennsylvania 15779

Dear Ms. McCutcheon:

Enclosed for your review is the final audit report of TSH procurement activity recently
completed by this office.

Your Agency’s response has been incorporated into the final report and labeled Appendix A.

The final report will be forwarded to the Department’s Office of Mental Health and
Substance Abuse Services (OMHSAS) to begin the Department’s resolution process
concermning the report contents. The staff from OMHSAS may be in contact with you to
follow up on the corrective action actually taken to comply with the report's
recommendations.

| would like to express my appreciation for the courtesy and cooperation extended to the
DAR staff during the course of the fieldwork.

If you have any questions please contact Mr. Michael J. Kiely, Audit Manager of the
Western Field Office, at (412) 565-2187.

Sincerely,
Tina L. Long, CPA
Director

Enclosure

C: Mr. Blaine J. Smith
Mr. Phillip Mader
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Some information has been redacted from this audit report. The redaction is indicated by
magic marker highlight. If you want to request an unredacted copy of this audit report, you
should submit a written Right to Know Law (RTKL) request to DPW’s RTKL Office. The
request should identify the audit report and ask for an unredacted copy. The RTKL Office will

consider your request and respond in accordance with the RTKL (65 P.S. §8 67.101 et seq.).
The DPW RTKL Office can be contacted by email at: ra-dpwtkl@pa.gov.



mailto:ra-dpwtkl@pa.gov

Mr. Timothy M. Costa

Executive Deputy Secretary
Department of Public Welfare

 pennsylvania

DEPASTMENT OF PUBLIC WELTARE

DEC 20 201

Health & 'Welfare Building, Room 333

Harrisburg, Pennsylvania 17120

Dear Ms. Snyder:

The Bureau of Financial Operations (BFO) has conducted a performance audit of Torrance State
Hospital's (TSH) procurement process. The audit was self-initiated.

A draft of this report was reviewed with TSH management and their comments, which are identified as

Appendix A, are attached to this report. TSH elected not to have an exit conference.

Executive Summary

Issue No. 1
Procurement
Procedures at TSH
Generally Do Not
Comply With the
Pennsylvania
Procurement
Handbook Policies and
Procedures.

The initial entry, “Shopping Cart”, of the automated SRM
purchasing and payment system was required but not made
for 51 procurement transactions that we sampled thereby
mitigating the effectiveness of the imbedded internal control
and budgeting enhancements.

Documentation to support adherence to various
procurement policies and procedures was not maintained.
Controls related to procurement threshold limits were
circumvented by issuing multiple purchase orders with the
same vendors for the same or similar types of goods or
services.

Several purchase orders were issued prior to approved
purchase requests and, in some instances, after the delivery
of goods or services.

Several concerns were identified with the procurement of
sludge removal service.

Many payments to vendors via manual Advance Account
checks should have been made using the preferred and
more cost effective PA Electronic Payment Program
(PEPP), Visa or the Commonwealth Utility Card.




Torrance State Hospital
Fiscal year ended June 30, 2011

TSH must comply with established procurement policies, procedures and guidelines as
referenced in the Commonwealth Procurement Code Handbook.

TSH should fully implement and utilize the Supplier Relationship Management (SRM) system.

DPW's Division of Procurement should provide complete and thorough training on the
Commonwealth Procurement Code Handbook and use of the SRM system to TSH
management and all staff involved in the procurement process.

TSH management should revise internal procurement policies and procedures to comply,
support and enforce adherence to the Commonwealth Procurement Code Handbook.

Background

TSH, located in Westmoreland County, is one of six public psychiatric hospital facilities in the state
hospital system. The hospital provides inpatient services for individuals with severe and persistent
mental iliness. TSH serves individuals in three distinct types of service: Civil, Forensic and Sexual
Responsibility and Treatment Program (SRTP). According to June census figures TSH provides
services to nearly 300 patients.

A significant level of procurement activity is necessary to obtain the various purchased goods and
services needed for a facility of this size. For FY 2010/11, more than 5,000 purchase orders were
issued.

To provide a standard reference to established policy, procedure and guidelines for the procurement
of supplies, services and construction under the authority of the Commonwealth Procurement Code,
62 Pa.C.S. Sections 101 et seq., the Department of General Services (DGS) published the
Commonwealth Procurement Code Handbook. The guidelines of the handbook apply to all
procurement activity in which an executive or independent agency is a participant, unless otherwise
provided for in the handbook or by law.

In order to simplify and standardize the procurement process, DGS incorporated the Supplier
Relationship Management (SRM) system, a web-enabled purchasing and payment system. SRM is a
fast, efficient and dependable tool for order placement, order approval, confirmation of goods, and
supplier invoice entry. When used as intended, the SRM system provides an economic, efficient and
effective procurement process that promotes compliance with the Commonwealth Procurement Code
Handbook.

Objective, Scope, and Methodology

The objective of our audit was:

¢ To determine if procurement activity at Torrance State Hospital complies with Commonwealth
of Pennsylvania and Department of Public Welfare requirements.

The scope of the audit was limited to those procedures necessary to accomplish that objective. In
pursuing our objective, we reviewed documentation of our sample of 57 SRM/SAP, 23 General
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Torrance State Hospital
Fiscal year ended June 30, 2011

Invoice/Advance Account and 28 PNC (VISA) Commonwealth Procurement Card transactions during
the period of our audit. We also conducted interviews with various TSH staff involved in the
procurement process.

Government auditing standards require that the BFO obtain an understanding of management
controls that are relevant to the audit cbjective described above. The applicable controls were
examined to the extent necessary to provide reasonable assurance of compliance with generally
accepted accounting principles. Based on our understanding of the controls various deficiencies
‘came to our attention and are addressed in Issue No.1 of this report.

The BFO'’s fieldwork focused on procurement activity during FY2010/2011. The fieldwork was
conducted between June 28 and August 12, 2011. We conducted this performance audit in
accordance with generally accepted government auditing standards. Those standards require that we
plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit cbjectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on our audit objectives. This
report, when presented in its final form, is available for public inspection.

Results of Fieldwork

ISSUE No. 1 - Procurement Procedures at TSH Generally Do Not Comply With the
Pennsylvania Procurement Handbook Policies and Procedures.

Our audit found that in the process of procuring goods and services, TSH generally did not comply
with the Pennsylvania Procurement Handbook. Procurement practices in use at TSH resulted in
increased supply and labor costs through the processing of unnecessary documents; increased cost
of goods and services through the failure to obtain competitive quotes and bids and through failure to
obtain rebates; greater risk to Commonwealth funds through failure to obtain necessary approvals;
and the inability to accurately budget and track procurement because funds were not electronically
pre-encumbered and encumbered.

Our audit reviewed a sample of 108 different procurements utilizing three different methods: with SRM
Purchase Orders, with a PNC Commonwealth Procurement Card (Visa) and with Advance Account
checks. The results of the review are as follows:

SRM Purchase Orders

» Only seven (7) of the fifty-seven (57) SRM Purchase Orders selected for review were initiated
via the use of the required SRM "Shopping Cart" requisition procedure as stated in the
Pennsylvania Procurement Handbook, (Part Il - Procurement of Supplies Procedures and Part
Il Procurement of Services Procedures). Instead, TSH used an obsolete paper style Agency
Purchase Request (APR) Form - STD - 181, to initiate requisitions and obtain local TSH
purchase approvals.

» TSH was only able fo produce nine (9) of the obsolete APRs for the SRM Purchase Orders
selected for our review. Additionally, little, if any other documentation was provided to support
these purchase requests or the required approvals. This lack of documentation is not in
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Torrance State Hospital
Fiscal year ended June 30, 2011

compliance with the Pennsylvania Procurement Handbook which stipulates in Part |, Chapter
52 that Agencies are to maintain all procurement records for a minimum of three (3) years from
date of final payment.

¢ Included in the SRM Purchase Orders selected for review were thirty (30) orders for amounts
under the $5,000 procurement threshold. None of these orders complied with all requirements
and procedures as stipulated in the Pennsylvania Procurement Handbook, Part il (materials)
and or Part lll (services) Chapter 01 {(Small No-Bid Procurements). The Pennsylvania
Procurement Handbook is very specific as to requirements that agencies must follow and
document to ensure the item or service being procured is not already on or could not be added
to a DGS contract or is not available though DGS Supplies and Surplus. It also covers
stipulated procedures to follow, including various Management Directives, requirements related
to Disadvantaged Businesses including Minority Business Enterprises (MBE) and Women
Business Enterprises (WBE) opportunities, reviewing the supplier's status on the Contractor
Responsibility Program File, contacting the supplier for price quotes and delivery availability,
monitoring performance, issues and compliance with purchase requirements and maintaining
records of procurement.

o Twelve (12) vendors were issued “open” Purchase Orders in the SRM Procurement System for
amounts slightly less than the $5,000 threshold amount, against which numerous purchases
were then applied. When Goods Receipts and/or Invoice Receipts neared or exceeded the
issued Purchase Order amount, another “open” Purchase Order for just under the $5,000
threshold amount was issued. This on-going practice circumvented the required prior approval
from the Comptroller's Office as well as the requirement of obtaining three (3) price quotes for
all purchases of $5,000 or greater but less than the $10,000 threshold. It also circumvented the .
additional approvals and formal sealed bids required for amounts that would have been greater
than the $10,000 threshold had the procurements followed the stipulated procedures in the
Pennsylvania Procurement Handbook.

¢ Three (3) instances were noted where goods or services available under DGS statewide
contracts were purchased from qualified vendors without first issuing a Request For Quote
(RFQ) from all qualified vendors that service the TSH area as is required.

. _was issued Purchase Order_on 02/11/2011,

however the delivery date of the service on the Purchase Order was specified as 02/05/11 or
six (6) days earlier than when the Purchase Order was actually issued. The “Delivery Date”
must not be prior to the actual “Issued Date” on a Purchase Order. Proper procurement
procedures would inform the Purchasing Agent of the actual required and available delivery
date of materials and/or services.

o A standard Purchase Order was issued to _ on 02/11/2011 for a

patient's February admission which began on 02/02/2011, nine (9) days before the Purchase
Order was issued. Either a timely standard purchase order should have been issued before the
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Torrance State Hospital
Fiscal year ended June 30, 2011

service had started or an Emergency Purchase Order request should have followed the first
date of emergency service performed.

The following concerns were noted when reviewing the procurement of sludge removal from

1.

The “Invitation for Bid” (IFB) was published 03/03/2011 however, the “Request to Advertise
Solicitation” of the IFB was not prepared until 03/14/2011 — eleven (11) days later;

With the “Request to Advertise Solicitation” starting on 03/14/2011 the “Bid Closing Date”
and “Bid Opening Date” were scheduled on 03/18/2011 — only four (4) days fater. This is not
an adequate or reasonable amount of time for prospective bidders to be informed of the bid,
research the bid criteria, evaluate the bid criteria and respond accordingly;

Only the Purchasing Agent signed the “Public Tabulation Sheet” when bids were opened.
This did not comply with the Pennsylvania Procurement handbook Part Il, chapter 03,
Paragraph 7, which requires one or more witnesses to be present when opening sealed
bids. (Note: this same concern was also noted for the purchase order issued to |||

4. The Purchase Order effective date was 04/13/2011 but the “Service Due Date” on the

Purchase Order is 04/05/2011 — or eight (8) days earlier,

The IFB contract term specifically states; “This contract is anticipated to begin on April 01,
2011 and terminate on April 30, 2011” however, the service was not started until May 10,
2011.

The Purchase Order was issued for a quantity of 170,000 gallons of sludge to be removed
at a unit cost of $0.26 per gallon and a total cost of $44,200. However, on 07/12/2011 a
“Goods Receipt” and an “Invoice Receipt” were both processed for 7,600 gallons and a cost
of $31,066. Further review indicated the actual quantity removed was 119,400 gallons plus
a sample taken for $22.00 for a total cost of $31,066. The quantity was corrected on
07/28/2011 after the auditor brought this to the attention of TSH and the matching invoice
was also removed but no corrected invoice was entered. On 08/03/2011, an invoice was
entered for the correct quantity and amount (less the sample cost). However, on 08/04/2011
another Goods Receipt was entered for the total quantity of sludge removed, which resulted
in an amount double the actual amount removed. TSH should correct the Goods Receipt
quantity again to reflect the proper amounts.
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Torrance State Hospital
Fiscal year ended June 30, 2011

PNC Commonwealth Procurement Card (Visa)

« The vendor for one (1) of the twenty-three (23) Visa payments selected for review was Visa
enabled, yet the purchase was not initiated using the SRM “Shopping Cart” as required by the
Pennsylvania Procurement Manual.

» TSH does not comply with the Pennsylvania Procurement Handbook Part Il (Materials) and or
Part Il (Services), Chapter 01 (Small No-Bid Procurements) with regard to the Visa used for
payments made on purchases under the $5,000 threshold. The Pennsylvania Procurement
Handbook is very specific as to requirements that the agencies must follow and document to
ensure the procurement is not already on or could not be added to a DGS contract, or is not
available though DGS Supplies and Surplus. It also stipulates procedures to follow, including
various Management Directives, reviewing MBE or WBE opportunities, reviewing the supplier's
status on the Contractor Responsibility Program File, contacting the supplier for price quotes
and delivery availability, monitoring performance, issues and compliance with purchase
requirements and maintaining records of procurement.

e Of the Visa transactions reviewed, three (3) were found that appear to have been split onto
multiple Purchase Orders in order to circumvent the card limit of $5,000 per transaction.

Advance Account

» TSH often uses Advance Account checks to both procure and make payment to various
vendors without first initiating and processing purchase orders through the SRM procurement
system. For the period July 01, 2010 through May 12, 2011 there were over nine hundred (900)
Advance account checks issued by TSH. This process defeats the SRM System’s capabilities
for pre-encumbering funds, encumbering funds and tracking procurement.

« Eighteen (18) of the Advance Account transactions reviewed should have been paid for either
by the Visa or via the Pennsylvania Electronic Payment Program (PEPP) as stated in
Management Directive 310.30 amended.

« Five (5) of the Advance Account Check transactions reviewed were for utility expenses. Ulility
expenses should have been paid via a "Commonwealth Utility Card™. TSH should request the
“Commonwealth Utility Card” in order to make timely payments on all utility expenses.

» Multiple Advance Account checks were found to be written to the same vendor during the
course of the FY 2010-11 that, in the aggregate exceeded the $5,000 threshold, and for which
no price quotes or Comptroller's Office approval was obtained as would have been required if
procure'd properly. Our audit also identified one vendor that had been issued Advance Account
checks that in the aggregate would have been in excess of the $10,000 threshold (actual
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Torrance State Hospital
Fiscal year ended June 30, 2011

amount paid to date was $21,782 in the aggregate at time of our audit) during the fiscal year
which circumvented the required approvals and formal sealed competitive bidding process.

o was paid multiple times for amounts under the $5,000 threshold via the
Advance Account Check method of payment. The_ contract, allows for
payments under $5,000 to be made using the Visa. Payments should have been made using
this method in order to permit the Commonweaith of Pennsylvania to participate in PNC's
rebate program for payments made to this supplier.

The following additional concerns were identified as part of our review:

¢ The person identified on the SRM procurement system as the Requester and the person
identified as the Purchasing Agent were the same person for a significant number of Purchase
Order transactions from various departments at TSH. The Purchasing Agent should not be
identified as the person making the actual request from the various departments for the service
or materials. To assure adequate internal control, the initial procurement request must come
from a person with direct knowledge of the needs of the Department responsible for the
request. The Purchasing Agent’s responsibility is to ensure the procurement is made in a timely
and proper manner according to the stated procurement procedures.

¢ The “Workflow Monitor Report” and the “Invoice Tracking & Return Log Report” which are
required to be utilized on a daily basis by the Facility Financial Manager and the Facility Invoice
Reconciler {Accountant) for monitoring the timely workflow of procurements in the SRM
‘Shopping Cart” and reconciling invoice / goods receipt rejections were not being utilized.

Recommendations:

The BFO recommends that TSH:

» Utilize the SRM “Shopping Cart” requisition method, when required to procure goods and
services;

+ Document all procurement and proof of adherence to procurement procedures and retain such

documentation in compliance with prescribed procedures in accordance with the Pennsylvania
Procurement Handbook;

+ Maintain strict adherence to all prescribed procurement procedures as stipulated in the
Pennsylvania Procurement Handbook in compliance with the procurement thresholds and
delegations; '

+ When initiating procurement, gain a complete understanding of all related contracts, Invitation
For Bids (IFB) and other contractual information before issuing Purchase Orders in order to
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Torrance State Hospital
Fiscal year ended June 30, 2011

comply with all contractual matters, such as first issuing Request for Quotes (RFQ) to all
qualified vendors;

When issuing any procurement documents such as an Invitation For Bid (IFB), Request For
Quote (RFQ), Purchase Order (PO), etc., make sure particular attention is provided to details of
procurement and timing (sequence of events);

Comply with all requirements as stipulated in the Pennsylvania Procurement Handbook
regarding Formal Bids, reasonable time, and documentation of the “Public Tabulation Sheet”
with proper signatures and signatures of witnesses when opening any formal sealed bids;

In accordance with Management Directive 310.23 Amended, utilize the preferred PNC Visa
Commonwealth Procurement Card for payment to any vendor for purchases made under the
prescribed limits (currently $5,000) whenever possible;

In accordance with Management Directive 310.30 Amended, utilize the Automated Clearing
House (ACH) payment method under the Pennsylvania Electronic Payment Program for all
eligible non-payroll payments over $5,000 including those payments under $5,000 which
cannot be made via the PNC Visa Commonwealth Procurement Card;

Request from the Bureau of Financial Operations P-card Coordinator a “Utility Card” to be
utilized for payment of all utilities as stipulated in Management Directive 310.23 Amended
(Commonwealth Purchasing Card Program);

Adhere to Segregation of Duties and Internal Control procedures for all procurement matters in
order to ensure compliance with required procurement processes while utilizing the
Commonwealth of Pennsylvania’'s Supplier Relationship Management (SRM) system;

Utilize the prescribed “Workflow Monitor Report” on a dally basis to monitor workflow of
procurements and the “Invoice Tracking & Return Log Report” on a daily basis to reconcile
Goods Receipts (GR) and Invoice Receipts (IR) that have been rejected, in order to ensure
proper péyments to vendors;

Request from the DPW Division of Procurement that a complete and thorough training program
be conducted at TSH for all personnel involved in the procurement process. At a minimum, this
~ should include the CEO, COO, Facility Financial Manager, Purchasing Office, Department
Heads and all primary staff personnel that request materials and or services. This training
should include classroom training as well as individual workstation training to insure all
personnel thoroughly understand the procurement function and the importance of their
individual roles in complying with the stated procedures and policies of the Commonwealth;
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Torrance State Hospital
Fiscal year ended June 30, 2011

¢ Revise internal TSH Procurement Policies to coincide and comply with the Pennsylvania
Procurement Handbook and all related Management Directives.

The BFO also recommends that the DPW, Bureau of Financial Operations, Division of Procurement:

¢ Coordinate with TSH and provide a complete and thorough training program to be conducted at
TSH of all personnel involved in the procurement process. At a minimum, this should include
the CEO, COO, Facility Financial Manager, Purchasing Office, Department Heads and all
primary staff personnel that request materials and or services. This training should include
classroom training as well as individual workstation training to insure all personnel thoroughly
understand the procurement function and the importance of their individual roles in complying
with the stated procedures and policies of the Commonwealth;

» Ensure that those involved in the approval process fully understand the various procurement
and contracting methods, the thresholds, delegations and detailed procedures to follow in order
to ensure proper and timely procurement of and payment for all materials and services at TSH;

* After having conducted the proper training, they should assist TSH management with revising
their internal procurement policies to comply, support and enforce the prescribed
Commonwealth of Pennsylvania procurement procedures.

In accordance with our established procedures, an audit response matrix will be provided to
OMHSAS. The OMHSAS will be responsible for completing the matrix and forwarding it to the DPW
Audit Resolution Section within 60 days. The response to each recommendation should indicate
OMHSAS' concurrence or non-concurrence, the corrective action to be taken, the staff from OMHSAS
responsible for the corrective action, the expected date that the corrective action will be completed,
and any related comments.

Please contact Alex Matolyak, Audit Resolution Section, at (717) 783-7786 if you have any further
questions concerning this audit of if we can be of any further assistance in this matter.

Sincerely,

T

Tina L. Long, CPA
Director

c: -  Mr. Blaine J. Smith
Mr. Phillip Mader
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TORRANCE STATE HOSPITAL
RESPONSE TO THE DRAFT REPORT

APPENDIX A



Movember 14, 2011

hir. Michael J. Kiely
Departiment of Peblic Welfzrs
Burean of Finsncial Operations
Western Field Office

Boom 320, 11 Stanwix Sireet
Fitieburg, FA 15332

Dear Mr. Kiely:

Tomance State Hospital has reviewsd the draft sudit report prepared by the Division of
Andit and Review (DAR) covering fiscal vesr ended Fune 30, 241, dated October 26,
2011 1. The bospital’s responses related to the Buresu of Finencial Operations. (BFO)
findines follew. Tomance State Hospital 18 fally committed to making the changes
necessary to comply with the Peonsylvamia Procurement Handbook Policies and
Procedures to address the audit findings and recommendationz.

Aim exit conferenee 15 reguested.

Issues untgue to Tomance State Ha&p@ﬁs} that meke i diffieult to provide the services
needed by patients while sii] sdhering to the Pennsylvania Procumement Handbook
Policies and Procedures will be identified in the respomse to seek muidance o how fo
asqure complisnce.

Tsene Mo 1. As noted in the Executbe Swmomary,
Procerement Procedures at TSH Generally Do Not Comply With the Peansylvania
Procuremest Handbook Policies and Procedures.

Tasme Mo 1. 15 broben down in to theee (3} main sreas alowg with twe (2) additional
concerns. The fthree minin arcas are; 583 Purchase Orderz, PNC Commomwealth
Procurement Cand (VISAY and Advanceroent Account.

SBA Porchiaze Orders:

Ounly seven (7) of the fiftyseven (57} SRM Purchase Ovders selected for review were
initiated vin use of the required SRM “Shopping Cart™ requisition procednre.

Appendix A
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Instead TSH used an ohsolete paper style Agency Perchaze Reqeest {APR) Form —
5T — 181 to inifiate requisitions and obisin local TSH purchace approvals,

Response: Shortly sfter Tormmence State: Hospital bad brief discession with BEQ
represemtatives at the end of the performance andit, DPW Divitios of Procurement was
contected to yequest frenngng for #affin the ute of SPM when initiaties and spproving
muochazes, AR hosprtel staffhave been role mapped as necessary fo fimction a3
Reqisitioners, Receivers and Approvers T, I & TIL

DFW Procurenent provided training on site in the TSH Consputer Lezyring Cent

(C1.C) bepmning on Septepber 12, 2011 mdemlmgmba I& EUII-HQ«Iémgﬁm
trainig m o C1C provided hands on accesy o SEM. Enmediabely
trainimg, Tmﬂﬁﬁﬂmﬁnﬂpiﬁmnﬁ&h&p&&lmdenﬂmﬁmdmmm
tramsition to SR “Shopping carts” for any parchase requesss progreséing very
smccezsfully, In sddition, 3 Purchasing Apent I was hired znd traiming was scheduled
with DPW Procurement Division in Harrishurg frons Novensber 14, 3011 o November
18, 2011 o ensee sohd ortentation to Penpsyhvaniz Procerement Policies and
Procedures. Althongh some diffieulties bave been encountered woddng in the sysfem_ we
are confident they can be resalved.

Cnp wdentificd area for vehich consultation is requested is the following:
There appear to be punchases that sl require the use of an Agency Pirchaze
Bequest (APR]) form 8TD _181 for Incal approval. Soms examnples include
purchating frouf 0ot cervice traimings, ViSs Parchasing Card and
ofher items.

To ensure angping comphance, Tomance State Hospits! 1= woddng with TIPW
Frocupement Division  Locally, fhe Chief Financis! Officer (CFO) along with the
Parchasingz Agent T & H, will be domg weekly andite of ten {10) purchinses and
subwnitting findings. 25 wall a3 any corrective action taken ifneedad a8 part of 3 monthly
report to the Chief Operating Offiver for reviewr,

TSH waz only able to produce nine {03 of the obsolete ATR’s for the 3EM Parchace
Drders selected for our review, Additionslly, Ettle if any dorements was provided to

support these purchase requests er the required approvals.

Respunse: TSH unforhmately does not heve 3o answer a3 to the lack of documestation.
1t 15 acknowledped ag mmacceptable practices.

To enzure mtention of docunents for the reguived nvinimeem three £3) years, the CFO az
yaxt of his monthly report to the Chief Operating, Officer (CO0) will include informstion
regarding weekly random sndits conducted by the CFO or Accomtant related fo pouds
and services requentioemg and validstion of the mtestion of Tequired substantisting
documentation
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Incinded in the SEM Purchase order selected for review were thirty (M6 orders for
mﬁmderfﬁe?ga 00¢ threshold. None of theze orders complied with of the

6s amd rm&msma@dﬁﬁm&e?mnsyham?mmm
Hmdhnuk, Pert T {materials) and or Part TH frervices) Chapter 61 (Small Mo Hil
Procorements). The Handbook is very sperific as to the reguivensents that agescies
gt follow and document éo ensnre the Kems or services being procered is ot
already on or could ot be slded ta 2 DGS contract or is available throngh DGS
Supplies or Swrphus. Tt also covers stipalated procedures fo follow, inclodiag various

Manapemeat Directives, requiremenis related to Disadvantaped Business
Enterprises inclading WBE aad MilE besinesses.

Part 7 #nd Part HI by requiring the Furchaging Agent {PA T to review each procarement
document for poods and services end meer & date sheet in the file for each purchase to
confirm the Handbook or any Manapement Directive was followved and the CFOwall
review, sign and date the data sheet venfying rewview.

Another identified ares for which concultation is reguested 15 the foBowing:
The majerity of the thinty {30} purchase orders were for medical services for
treatment of patients. The selechion of thove veudors was baved on: the
avzilability of best value, proximity to our frcility, the medical specialty of the
gervice, being the only medical facility avatlable at the time e ueed wod the
provider s willinpress v sccept Medical Assistance or Medicare reimimrsement
rates.

Tweelve (12} vendors were isseed “open™ Purchase arders in the SRM Procurement
System for amonnts shightly less ikan tie 55,000 threshold amonnd, against whick
namzrons purchases were apphied. When Goods Receipts and/or Invoice Receipis
sieared or exceeded the issned Porchase Order amounnt, ansther “open™ Parchases
Order for jusi ender the 35,000 threshold ameunt was isseed. This vz-going
practice eircemvented the required prior approval from the Compiroller’s oifice as
well as obtaining three {3) price quotes for 21f parchases of 353,800 or greater but less
fhazn the 510,000 fhreshold. ¥ ako cirenmvented the additivral approvalz and
formal sealed bids required for amonsts that woali have heen preater than the
$16,008 thresheld had the procurement followed the séipslated procedure iz the
Hzndbook.

Besponse: TSH iz working with DFW Procarement to put into phece long tenm contracts
for services that typically exceed the amounts stipulated in the hasdbook. The TSHPATL,
under the seperviton of the CFO, will ensure all services that exceed the theesholds will
be obtained throuph comtined work with the DPW Proctrement Division fo bid and
award confracts according to the Peansyivenia Procurement Handbook fo avoid any
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misconcephiion of circumventing the system a4 that is ot TSH's ident. Tn additton,
drscnssions reparding the andit findmgs have cconrred st Executive Climical meetmpy and
at deparimental business meetings as well az e-mail to educate il stalf sbout the

veqearements.

Three () instances were noted where gonds or services available ender DES
statewide coniracts were perchased from gualified vendors without first issning a
Request for Quete (RFQ) from all quzlified vendors thai service the TSH as iz

Rezponsze: The PA IF or PA I will ense that the minimem mumber of vendors that
service the TSH ares will he went an BFQ. The RF)s whether returned or not will be
mitialed and dated by the PA H or CF0 and inclnded in the procurement file for that
service. The CFO will perform sandom checks monthly of the procorement of services to
eparre comphiance and inchide 3t m e COC monthly accomplishrsent report.
Wmﬁi&md?nmkmﬁrdﬂer_m
BAIL2011 however the delivery date of the services en the P.0O. was specified as of

2052811 or six {6} days carBier thas when the P.G. was actnally issued. The
“Delivery Date™ mmsi not be prier to the actoal “isseed date™ om the F.O.

Ircrenstence wasxpmﬂﬂﬁmn

who was tzken to the Emergency Room
mSainﬂhysmﬂwnﬂﬂnmhawhmmnfﬂmnm&fﬂrlmalhmﬁﬂmmﬂ
fhe fellowng konday.

TSHMWWMMWMMMMMWMM
conrphiance while making sure 2 payigent med e ﬂxtﬁen&d&&m
TSH has a Sole Svurce Contract with i
Patient Medical Services. TSH RFPC Director will ensore 3 more timely commmunication
will exeame tinely spbmoiffal of the pachase regnest.

A standard Parchuse Order was issued mm auIL2011
for 2 patieat™s February admizsion which i O days befrae
the Farchase Order was s . Either a imely standard parchase order shonld
have been isswed before the service had started or az Emergency Parchase Order

request shonld have fallewed the first date of emergency services performed.

Eesponse: An Emergency Purchase Onder request should have followed the first date of
emergency wrvee. Jt 1% not clear if $his patient was admitied to the hospatal or smophy
received ont-patient or emergency cave. In the event of the 1stter, 2tandard porchase ooder
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eould have been wsned apamst the Sole Sowre Contract. As noted prevzoushy, TSH will
i it commemiration between departments in order to ensore the comest doctment
18 iemed for the circomstance a2 Unmely manner.

Advice would be appreciated on how to address the fact that m this peopraphica meaa
patient may be admified to one of 3 mirwmes of sice (3 hodpitals depending on the
medieal sttention needed

The Bllowing toncerns were noted when reviewing the procarement of sindge
removal from [ GG 2t o413 /2011,
{There were six {§) separsie poiets made for s convera).

Response: TSH s corvenfly weakiug wath DPW Procuremaent preparing a contact for bad
for shedee remewval AN six (6) poimts of concern kave/sre being addreszed in the new
confract TSH has comected the Goods Receipt quantiiy to reflect the proper smonmts.

PNC Commonwealth Procerement Card (WISA):

The Vendor for one {1} of the twenty—three {23) Viza paymests selected for review
was Viz enabled, yet the purchase was pot indttzted wsing the SEM “Shepping
Cart”™ as required by the Pennsylvania Procerement Marual,

Responze: TSH recogmizes that accordmg to the XS Purchasing Card (P-Card) trmining:
Pemed Procese Flow Chart the candbolderd responsibility enly require contract P-Card
EmhMcn&bemmSMMTSHﬁFﬂ}mmmmdek&pﬁmngm
{he nse o P-Cards to all cardboliders and adbersnce to reqmirements
AﬁPﬂmﬁpmmgammqmammmm}dﬂMamlmdﬁdefﬁw
SEM docoment g3 proof they have enfered the purchase reguest fmio SRM before the P
Card will be relensed to themn fo make the pirchadse. In an emerpeney situstion, the paper
AFR process may be uzed for Local approval

In addiion meently we have leamed from DFYW Procuremesnt Division of a Reole
Wfapping for SRM for the VISA Card Approver for VISA Ensbled parchases. The Role
Mapping was granted to the CFD apd the OO0, Consideration = being given to prowvide
one {1} Prrchasme Card fo the Mamfepance Department ag a VISA SR Ensbled card
burt it siill requires the crestion of the shepping cart before wting the P-Cad

TSH doer mot comply with the Peansylvania Procurement Handbook Part H
{Materizl} sad or Part T {Services), Chapter 0F (Small Mo-Bid Procerement with
regard fo Viss nsed for payments made on parchases nnder the §5,000 threskold.
The Peansyivania Procoremest Handhook iz very speciiic as to vequirensenis that
the agencies mest follow azd docoment to £nsnze the procarement is sot already an
ar could not he added to 2 BGS confract, or it is not available throaphk DGS
Supplies and Serpins. It also stpolkates procederes to follow, Incleding varivons
Management Birectives, reviewing MBE or WBE eppertnnities, reviewing the
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suppler's statns on the Contractor Responsibilities Program File, combicting the
supplier for price quofes and delivery availability, monitoring performance, isnes
and compliance with porclase requivements and mainisining records of
PrOCUrEment.
Respouze: T5H recogrizes this identified problems. Gundznce will be sought from the
DPW Procuremenst Division on how o procesd becatsse of the copflicting eformatien
oonfaned 1
1. The DGS, Buear of Procurement crested snd myued a Parchaging card {(P-card)
iraining 3 Jone 204§ The mftemstion given in the tramng conflicts with the
finding during the audit. TSH would like to review thiz during our exit
eonference.

[R%)
H

The DPW, Office of Admintstration, Division of Procurement issued on Februsry
2, 2409 g VIRA Purchasmy Cand Mamat, the tuformstuen te s manual also
eorfiicts with the andit Soding. TSH would apprecizte discussing this durieg ouw
axit conference as well fo ensaze we have a clear understanding of the reprlation
and guidance to we c2n comply.

Eome additional clanficstion would be apprecisted on language i the DPW Guide to
Makmng z VISA Porchase.

Of fhe Visa transactions reviewsdl, three were found that @p@m‘ to Jrave been apli¢
ets multiple Ferchase Orders in order te circnmvent the card Hmit of 35,800 per
fransaction.

Responce: i is not TSH 'z intent to clrenmvent the card Yimit of 35 000 per transaction ot
circunyvent the proper procedurss @ any way.

TEH will review the circimstances suprommding this finding snd consadt with DEW
Propurement Divdsion te ensure ®E are in compliance with sny fitere purchases.

TSH CFO will fake the lead In idepfifiing the cirenmstences and the CFO, the €00 and
thee AT wull discass with DPW Procurement Dossion to obtats paedance o Bow fo
make thege type of purchazes.

Advancement Areount:

TSH ofien ases Advanee Account checks fn both procuve and make payments to
variow: vendors without initiating and processing purchase orders through the
SEM procercment system. For the period July 81, 2010 through may 12, 2011 there
awere over nine ondred 988) Advance account chiecks fsuned by TSH, This process
defeats the SRM System’s capabilities for per-encumbering fands, encombering
funds and tracking procurement.
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Eighteen (18) of the Advascement Acconnt fransactions reviewed shoald have paid
fer cither with VISA or via the Pennsylvaniz Flecivonic Payment (PEFF} as stated
in Muragernent Birective 318.38

Five {5 of the Advancement Accomat Check fransactions reviewed were for atility
expenzes. Utility expenses shoudd have heen paid via 2 “Commonwealth Utility

Card. T5H shouid reqoest the “Commonwealth Uiality Card™ in order fo make
timely payments on all etilities.

Bezponse: TSH't expanded nie of the VISA Porchassng Card fo pay for
mmchazes'sarvices previously peid for with Advancemnent Accoumt checks will greatly

Again the TRHPA [ PA T ander the supervision of the CFQ will ensmre all VISA
Purchasing Card (Pcent) payment begin thense of the SEM tystem to ensare the ability
to track all purchases.

stentifiet  The Water Supply Company will not sccept credit card payment resmiting
the hogpital needing to pay with the Advancensent Account

The Electric Suppliers invoices po divectly to the Comptrollers for payment.

Thie only other utility nsed 2t TSH is Natural Gas. The TSH Accountant confacted the
Matural Gae provider to disous payment methods and was informed that fhere wonld be a
eharge of $7.95 per mannfh which iz more costly than any rebate we woald receive for
using the atility card.

TSH referenced Managenwnt Directive 310.23 Amended Commonwealih Parchasing
Card Program, 5. Policy, 4 which contsing 2 note® Since utility companies may charge a
fee for credit cavd payments, the agency should consider the fee expense versus the
potential rehate and the sdmimstrative efficiencies paned from nsmg the vhilty
purchasing caed prier to wing the cand for whility pryments.

Muitiple Advancement Account checks were found fo be written to the same vendor
daring the conrse of the FY 201411 that, in the aggregate exceeded the $5,000
thresheld, and for which no price quotes or Compiroller’s office approval was
obtained as wounld bave been reguired if procered properly. Our Asdit slso
identified cne vendor that had been t:smed Advancement Acconnt checks that in the
aggregate would have beea in excess of the $10,008 threshold during the Recal year
which circumvested the required approvals and formal seafed competitive Bidding
process.
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Respomse: mmmmFmﬂmsg
uzique bag of smsll candies and chips that are m patient snack, patient awards
program, and overime yoezls for staff TEH had not been able to procure thede mmigue
ftems from any state wide conteact. [N : = 5:all busisess

oavner st Bot interested in contracting because the delzyed payments wonld make it
diffieudt to remain m budiness,

Tlm_}msmﬂy apreed to aceept payment via credit cand.
TEH wall make this payment using the Visa Porchasing Card (P-Cardj.

1t 15 not TSH intent to croumvent any established policy oo procedare,

25 paid mulfipk times for amoants ander-the §5,000 threshold ¥ia
the Advancement Account Check wethod of paymest. The
comiract allows for payments nnder $5,000 fo be made nany the VISA

Pzyments should have been made asing this methed in order fo permit the
Commoawealik of Pennzylvania to participate in PN{C's rebate program for

payment made tu this sopplier.
Response: recenfly apreed to acoept payment via the Vigs Porchasing
Card {P paymenis for fhis service will wse fhat method of payment

The following addiffanal comcerns were identified as part of var review

The person identified on the SRM procurement system as the Requester and the -
persen ideutified ax the Purchasing Agent were the same person for a significang
number of Purchase Oriders transariions from varions deparfments st TSHL The
Porchasing Agent should not be identified az the person maling the actnal request
from the varions departments for the services or materisls. To assore adequate
Internal Control, the initial procurement request mest come from a perzon with
direet knowledge of the needy of the depariment responsible for the request.

Response: TSH has reviewed and vpdated the Role Mapping for afl levels in the
procerement process for all deparfments represented in the hosprtal. AR lewelt have
attersied traming in the correct use of SEM. This wpdate will enswre fhiz izene i resolved
and will epsme sepregation of duties.

The “Werkfipw Monitor Report™ and the “Tevoice Tracking & Retwrn Loz Report™
which are required to be utilized on a daily basis by the Faeility Financizl Manager
and ke facility Invoice Reconciler (Actomatant) for moenitoring the Hmely workflow
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of the procacement in the SEM “Shopping Cart™ and reconciling invoicez/poads
receipt rejections were not being utilized.

Responze: Both the TSH Accountard end the CFO have access fo fhe Workflow Monitor
Eepost and the Ievoice Tracking & Fetwn Log Report and will use both to mopiter the
geocurement process and fo epsare proper payment to vendors.

Recommendationz: TSH has reviewesd the rerommendstions: made snd bave

1. The CFO of TSH will be the responsible official to ensure the Pochasing

Department i3 in complisnce with sxy and all regulations, memals and
Managemest Tirectives periaining fo procurement of goods and services and
emsure T5H follows the Penpsyhmmgs Procaresent Handhook

2 TSH will contime to work with and obfam gedmmee fom the DPW Procorement

3. TSH CFO wall review and revise alf internal hospital procurement policies fo
compdy, sepport and enferce the preseobed Commuonwealth of Pemsyivania
procurement procedures.

4 The PATT aned CFO will ensore there are af least one additeonal witness to all bid
miﬂgs.

Bobest B. Snydex
CoO TSH
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